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 THE RELATION BETWEEN WHOLESALE AND RETAIL PRICES
 OF SUGAR.
 IN a valuable and interesting Paper contributed to this
 Journal (December, 1913), Dr. Bowley discussed the relation
 between the changes in the wholesale and retail prices of food.
 He argued that, on theoretical grounds, one would expect a more
 or less definite connection between the two kinds of prices, but
 when he came to examine actual price statistics, although a high
 degree of correlation existed, the details showed "no uniformity
 of relation." In some instances changes in wholesale prices
 seemed to be passed on entire to the consumer, while in other
 cases retail prices varied more or less than wholesale prices. How
 far such inconsistencies are merely apparent-due to imperfec-
 tions in the data, especially of retail prices-and how far they
 represent real differences in the conditions of producing and dis-
 tributing the different commodities, only laborious and detailed
 investigations can show. It may, therefore, be of interest to direct
 attention to one such investigation undertaken recently by the
 United States Bureau of Labour Statistics. This was an investiga.
 tion into the "prices paid by the refiner for raw sugar and the
 prices received for refined sugar by the refiner, the jobber, and the
 retailer, successively," and the results were published last year in
 the United States Labour Department's series of bulletins on
 Retail Prices and Cost of Living, Number 7.
 The locality of the inquiry was New York, and it covered
 the months of February and August, 1901, 1905, 1910, and 1911.
 The restriction of the inquiry to conditions in eight months only
 was due to the immense amount of labour involved in the under-
 taking, and these particular months were selected because they
 represented periods of very low prices (February, 1911), normal
 prices (1901, August, 1905, and February and August, 1910), and
 high and rapidly advancing prices (August, 1911). In the case
 of refiners and jobbers, prices throughout the whole of the several
 months were obtained and averaged, but in the case of retailers
 no data at all could be secured for 1901, and in the other years
 the retail prices current on the 15th of each month were obtained.
 It is considered that these prices represent fairly accurately the
 average retail prices for the respective months, except in the case
 of August, 1911, when prices were rising rapidly and the average
 was probably above the price recorded for the 15th day.
 The general results of the inquiry are brought together in the
 following table. The year 1901 is omitted, as no retail prices
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 are available. Besides the actual prices paid and received by the
 various classes of persons concerned, the market prices are also
 given. It is, of course, the latter alone that are, as a rule, avail-
 able in compiling statistics of wholesale prices, either for use by
 themselves or in comparison with retail prices.
 Comparison of prices and gross margins, based on (a) market
 prices and (b) actual transactions, in February and August, 1905,
 1910, and 1911:
 Prices. Gross margins.
 Refiners. Jobbers. Retailers. In cents. Per cent. of cost. prices.
 Year Aver- Aver- Aver- Aver-
 Month age age age Aver- age Month. cost of selling Aver- selling age selling
 raw price cost of price cost of price
 sugar of granu- of granu- of Re- Job- Re- Re- Job- Re-
 to pro- granu- lated granu- lated granu- finers. bers. tailers. finers. bers. tailers
 duce lated sugar lated sugar lated
 1 lb. of sugar per lb. sugar per lb. sugar
 refined per lb. per lb. per lb.
 sugar.
 On basis of market (wholesale) prices.
 905 Cents. Cents. Cents. Cents. Cents.! Cents. Cents. Cents. Cents. % % X
 February 5-428 5-925 5-925 6-045 6-045 6-194 0-497 0-120 0-149 9-16 2-03 2-46
 August 4-368 5'070 5 070 5-253 5-253 5-684 0-702 0-183 0-431 16-07 3'61 8-20
 1910
 February 4-525 4.945 4.945 5-108 5-108 5-265 0-420 0-163 0-157 9 28 3 30 3 07
 August 4-740 5-128 5-128 5-297 5-297 5-306 0-388 0-169 0 009 8-19 3 30 0-17
 1911
 February 3-846 4-548 4-548 4-776 4-776 5-347 0'702 0 228 0 571 18-25 5-01 11-96
 August 5-247 5 686 5-686 5-769 5 769 5-755 0 439 0 083 -0 0141 8.37 1 46 0 24'
 Averages 4-692 5-217 5-217 5.375 5.375 5-592 0-525 0-158 0,217 1119 303 4 04
 On basis of actual transactions.
 1905
 February 4-757 5-738 5G805 6-025 6-000 6-194 0-981 0-220 0 194 20-62 3-79 3-23
 August 4-258 5 015 5,061 5-228 5 222 5 684 0 757 0167 0 462 17-78 3-30 8.85
 1910
 February 4135 4 866 4.855 5'080 5-087 5 265 0'731 0-225 0 178 17-68 4 63 350
 August 4-283 5 036 5'049 5 263 5-172 5-306 0 753 0 214 0134 17 11 4 24 2 59
 1911
 February 3'700 4.539 4-553 4'751 4.745 5.347 0 839 0-198 0'602 22-68 4-35 12'69
 August 4137 5 095 5-041 5 590 5-529 5-755 0-958 0 549 0-226 23'16 10 89 4 09
 Averages 4-212 56048 56061 5 323 5 292 5-592 0 836 0 262 0'300 19 85 5*18 5-67
 1 Loss.
 It is necessary to state exactly what are the prices quoted
 in this table. The market prices are the average of those quoted
 during the respective months-the refiners' listed selling prices
 being the jobbers' buying prices, and the jobbers' listed selling
 prices being the retailers' buying prices. The "refiners' actual
 cost" for each month is an average of the actual cost prices of
 the raw sugar melted during that month. The "refiners' actual
 sale price " is an average of the actual prices received for refined
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 sugar delivered during the month. The "jobbers' actual sale
 price" is an average of the prices received for granulated sugar
 sold to retailers in the several months, and the "jobbers' actual
 cost " is an average of the actual prices paid by jobbers for the
 same sugar. The "retailers' actual sale price" is the average
 retail price of granulated sugar sold on the 15th of each month,
 and the "retailers' cost " is an average of the cost to the retailers
 of the same sugar. It follows from these definitions that the
 refiners', jobbers', and retailers' prices in any month do not refer
 to precisely the same lots of sugar. It would, in fact, be prac-
 tically impossible to follow a single lot of sugar from the refiner
 to the consumer. But neither jobbers nor retailers are likely to
 carry very heavy stocks beyonad immediate requirements, so that
 the sglling prices in each case are mainly those of the sugar for
 which the buying prices are given. This is evident from the
 close approximation of the actual selling prices of refiners and
 jobbers to the actual buying prices of jobbers and retailers respec-
 tively. The duties on sugar appear to have been included in all
 cases, and have not varied materially during the period covered
 by the table.
 The refiners' actual sale prices given in the above table are for
 granulated sugar, for which jobbers' and retailers' prices, and also
 market prices, are quoted. The refiners, however, produce many
 grades of sugair, and the average selling price of all these together
 was, in the months shown, generally lower than that for granu-
 lated alone, so that the refiners' margins on their transactions as a
 whole were also, as a rule, lower than those shown in the table.
 Besides sugar, the refiners also produce a by-product in the shape
 of syrup, for which a small price is obtained. This is ignored in
 the table. The table, therefore, gives the prices of raw sugar, and
 of the resulting refined granulated sugar.
 Several interesting conclusions can be deduced from these data.
 The margins of none of the factors concerned in the production
 and distribution of granulated sugar were constant, either abso-
 lutely, or proportionately to cost prices. On the basis of market
 prices, refiners' margins and retailers' margins varied much more
 than on the basis of actual prices, while the reverse was true in
 the case of the jobbers. The refiners' actual margins were always
 larger than a comparison of market prices indicated, which is a
 testimony to the refiners' skill in buying. The price of raw sugar
 is subject to wide and rapid fluctuations, and refiners buy heavily
 on a rising market and restrict their purchases on a falling
 market. They speculate on future prices and stand to make big
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 profits and losses. When prices of raw sugar are high, the refiners
 melt more or less sugar bought previously at lower prices, but
 in making their sales of the refined product they have the advan-
 tage of the high market. Refiners' profits, therefore, are subject
 to considerable variation, and this will necessarily cause their
 margins to vary, even if the costs of manufacturing and selling
 remain constant. In the case of a trade dealing in some com-
 modity not subject to such variations in price, it would be ex-
 pected that the manufacturers' margins would, other things being
 equal, show more constancy than do those of these sugar refiners.
 In the case of the New York jobbers it seems to be the custom
 to aim at a margin of 15 cents per 100 lb., but this is based on
 market prices. The table shows that, on the average, something
 like this margin was secured in the six months. But on the basis
 of actual transactions, jobbers, like the refiners, stand to make
 big profits and losses, for they make forward contracts with the
 refiners, and at a time of high prices may be receiving and
 selling sugar contracted for at lower prices, as, e.g., in August,
 1911.
 The retailers' actual margins were higher than their apparent
 margins, but in both cases they were very fluctuating. This
 appears to be due to the fact that the retailers seemed "to aim
 at a steady price for sugar rather than a consistent margin,
 trustinag to a future decline in cost to offset the effect of a period
 of close selling," but in many cases sugar is deliberately sold at
 little or no profit in order to secure and improve the sale of other
 articles on which good profits are made. While, therefore, large
 fluctuations in the prices of raw sugar are reflected in the retail
 prices of granulated sugar, the fluctuations are not always carried
 on in their entirety, and minor fluctuations in wholesale prices
 frequently do not affect retail prices at all.
 The excess of the price paid by the consumer over the price
 of the raw sugar was as follows :
 Gross margin between Gross margin between
 retail price and retail price aud
 Year and month. market price of raw actual price paid by
 sugar. refiner for raw sugar.
 Cents. % Cents. X
 1905. February. 0766 14-11 1 437 3021
 August. 1316 30-13 1-426 33 49
 1910. February. 0740 16 35 1P130 27 33
 August .... ^ 0566 11 94 1-023 23 89
 1911. February. 1501 39 03 1-647 44-51
 August. 0-508 968 1-618 39-11
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 The difference between the retail price of granulated sugar and
 the price of the raw sugar varied considerably, but the variation
 is much greater in the comparison with market prices than in
 that with the actual cost of the raw sugar. This fact is note-
 worthy because, without a special investigation, the only prices
 obtainable with which to compare retail prices are, as a rule,
 wholesale market (i.e., list) prices, and it may sometimes happen,
 as in this case, that discrepancies will be found between the
 wholesale and retail prices which do not exist, or are very much
 reduced, in the relation between actual costs. It may be noted
 that, as shown in the above table, the absolute margin was less
 variable than the percentages.
 The general conclusion from this investigation would appear
 to be that, in the case of sugar, the price of which in the raw
 state is liable to wide and rapid fluctuations while as a retail
 article it is used as a "draw" for other commodities, a strict
 parallelism between retail and wholesale market prices is not
 to be expected. This does not vitiate the conclusion, whicb in
 fact the United States investigation does not controvert, that
 substantial fluctuations and long-period movements in wholesale
 prices effect corresponding movements in retail prices. Finally,
 it is not at all improbable that the general results of this investiga-
 tion into sugar prices in New York would hold good in London at
 the present time, although it is doubtful how far backwards in
 time one would be justified in applying them in either city.
 A. D. WEBB
 OFFICIAL PAPERS.
 National Health Insurance. Report of Second Year's Working.
 [Cd. 7496.] 1914. Price 2s. 5d.
 THE Amending Act of 1913 removed certain administrative
 difficulties and improved the position of various classes of insured
 persons, especially of those in arrear with their contributions.
 An explanation of these changes and of the measures giving effect
 to them chiefly occupies the introductory part of this report.
 With regard to deposit contributors, the numbers of whom are
 diminishing, the Chief Actuary reports that they are not in the
 main persons rejected by the Approved Societies on account of
 ill-health, nor are their,claims splecially high. The proportion of
 aliens among them is high, and their age-distribution is abnormal,
 about 50 per cent. being between twenty and thirty years old.
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